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In the past year Associated expanded its beer marketing 
into four additional states. The expanded market now 
extends into 42 states and the District of Columbia. Five 
large breweries provide production giving Associated’s 
products the advantage of regional distribution. 
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The Year At A Glance 


1970 


1969 

Gross Sales. 


$135,901,000 

Net Sales**. 


$ 90,331,000 

Barrelage . 


3,741,000 


3,971,000 

Income Before Extraordinary Item. 

.... $ 

293,000 

$ 

1,176,000 

Extraordinary Item (Loss). 

.... ($ 

1,091,000) 

$ 

757,000 

Net Income (Loss). 

.... ($ 

798,000) 

$ 

1,933,000 

Per Share: 




> 

Income Before Extraordinary Item. 


$ .23 


$ .91 

Extraordinary Item (Loss). 


($ .84) 


$ .58 

Net Income (Loss). 


($ .61) 


$1.49 

Cash Flow. 

.... $ 

3,581,000 

$ 

4,583,000 

Current Ratio. 


2.0 


2.0 

Common Shares Outstanding. 


1,295,444 


1,295,444 

•Includes five months of the operations of The Wayne Soap Company acquired 
effective August 2, 1969. 




••Gross Sales less federal and state excise taxes. 
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To Our 

Shareholders: 

Your Company's performance for 1970 must be commented on in two parts: 
the first half of the year and the second half, with particular 
attention drawn to the third quarter. 

During the first six months, your Company was able to maintain both 
a sales level and a profit level comparable to the like period of 1969. 

In the second half year, however, both sales volume and profits fell, 
with the third quarter bearing the brunt of adverse events. 

First, our industry, which had been growing at a very favorable rate, 
encountered a three percent decline in the third quarter. 

At the same time, the largest wage and fringe benefit increases 
since repeal were encountered in the brewing industry and, in particular, 
by our Company. We were especially hard hit by the labor settlements 
because the union contracts for all of our breweries came up 
for renewal in mid-1970. 

Another profit deterrent taking its initial effect in the third quarter 
and continuing into the fourth quarter of 1970 and into 1971 was the 
multiple increases sustained in costs of packaging materials, particularly 
cans, bottles, and fiber and corrugated cartons. Packaging materials 
are today a larger element of cost than basic brewing raw materials. In 
addition, the blight suffered by the 1970 corn crop resulted in the 
cost of this basic brewing material increasing substantially. 

As a result of the foregoing, plus intense price competition and the 
loss of the increased volume enjoyed in 1969 when major national brewers 
were shut down by strikes, your Company had income, after provision 
for taxes and before extraordinary items, of $293,000 as compared 
with $1,176,000 in 1969. 

On a per share basis, income after taxes and before extraordinary items 
amounted to 23 cents in 1970 and 91 cents in 1969 on the same number 
of shares outstanding in both years. Results for 1970 and five months of 
1969 include operations of The Wayne Soap Company acquired in August 1969. 

In order to compensate for the adverse factors affecting Associated, 
several steps have been taken. Firstly, we have initiated price increases 
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where feasible. There is some movement within the industry generally 
to adjust prices to meet costs, although this movement has tended to lag 
substantially behind the cost increases. Secondly, we closed our 
small Chicago brewery and consolidated that production into our existing 
larger breweries. Most of the Chicago production was moved to our 
South Bend operation. While we were unable to sell the Chicago plant 
as an operating brewery, we were able to liquidate it at a price adequate to 
cover out-of-pocket shut-down costs. Additionally, in an endeavor to 
improve our operations in the future, we are continuing with our 
constant cost reduction program, our development of new marketing 
programs and new products. The marketing and new product programs are 
covered in another section of this report. 

The closing of the Chicago brewery resulted in a non-recurring loss 
which has been treated as an extraordinary item and has been used to offset 
federal tax liabilities. The Company’s loss, after plant closing charges, 
for 1970 amounted to $798,000 as compared to net income 
in 1969 of $1,933,000. 

Our initial diversification acquisition, The Wayne Soap Company, 
acquired in late 1969, contributed materially to our earnings in 1970. 

Within the approximately 2.3 million dollars of capital expenditures during 
1970 was a substantial item for increasing the capacity of our Houston 
rendering plant by one-third in order to keep up with the indicated 
demand for rendering capacity in that area of Texas. 

Your Company is continuing to search for acquisitions in processing fields 
related to our brewing and rendering businesses and in food items. 

To our shareholders, employees, suppliers and our customers, we extend 
our appreciation for your support and loyalty. 

Sincerely yours, 



HERBERT S. EPSTEIN 

Chairman of the Board and President 
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Associated Brewing by 1966 had merged into one 
company several of the famous brand names 
in the brewing industry. 


Mastery of the art of brewing has maintained the quality 
and distinctively appealing tastes of Associated products... 
Drewrys, Pfeiffer, Piels, Schmidt and Sterling. Centralized 
control of regionally located and managed plants has given 
Associated transportation advantages and high-speed 
distribution systems that keep properly-fresh 
beverages within the easy reach of consumers. In the 
ensuing years, marketing activity has been 
concentrated on the more profitable brands while 
minor low-profit brands have been gradually eliminated. 

In 1970, Associated continued making marketing innovations 
by further area expansion of the aluminum beer 
container. Aluminum has proven to be advantageous over 
other metal containers ... it is seamless, chills faster 
and is lighter to transport. 

The “Big Mouth” bottle was successfully launched 
throughout Associated’s marketing area in 1970. 

As evidence of its appeal, it is currently being copied by a 
major competitor. "Big Mouth”, however, is covered both 
as a package and in advertising by the Company’s trademark. 

In 1970, major brewers fought desperately to regain 
business lost in 1969 due to strikes. The resulting clash 
between brewers attempting to hold this volume 
and those attempting to recapture it was reflected in severe 
price cuts in supermarkets and taverns as brewers 
battled each other for marginal sales. 

Latter 1970 saw all major brewers making innovations in 
packaging, distribution methods and products seeking 
additional volume. Associated, through its packaging 
innovations, was able to compete effectively with 
larger national firms. 
























iwaiions lor 1971 


The stage has been set in 1971 for another competitive race among 
beer producers. The major companies with strike-bound plants 
in the heart of 1969’s season had expected to regain their lost business 
in 1970, while 1969’s non-struck plants expected to hold the sales 
gains they made. As a result of the 1970 competitive 
activity and tactics, including price promotion reductions by major 
breweries, the brewing industry must look to further 
innovations to broaden markets and profits for 1971. 

In packaging, the aluminum can will again be one of Associated’s 
strongest weapons. While other brewers are working into aluminum cans 
or other types of new can containers, present contracts, 
supply problems, etc., will make it difficult for competition to catch up 
in this packaging area. Aluminum containers will continue 
to be an Associated advantage. 

The successful “Big Mouth” introduction of a drinking mug 

will be further enhanced in 1971. A new “Big Mouth”—a barrel-shaped 

bottle that offers great new promotional opportunities — 

will be the second phase of Associated's bottle package campaign. 

A new product innovation, "CHAMPAGNE VELVET MALT LIQUOR,” 
will be launched for test marketing shortly. A malt liquor beverage, it looks, 
tastes and bubbles like champagne. Packaged in gold cans and in 
champagne-style bottles, this product, which will be sold at an ultra 
premium price, offers great new marketing opportunities. 

Currently under way is the expansion of our Mickey’s Malt Liquor 
into additional Associated markets. 



Associated will press forcibly its advertising and promotion 

programs in association with major sports activity. Sponsoring such 

outstanding sports telecasts and broadcasts as the Minnesota Twins, 

Atlanta Braves, Detroit Pistons, Chicago Bulls, college 

football and basketball, as well as heavy spot schedules in 

National and American Conference professional football games, Associated 

has developed exciting advertising targeted to the beer-drinking market. 

Utilizing the strong marketing program, Associated will 
concentrate its efforts to develop additional volume within its 
42-state marketing area. 
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NET SALES (in millions of dollars) 
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Consolidated 
Statement 
ol income 


Sales. 

Less federal and state excise taxes. 

Cost of products sold. 

Marketing, general and administrative expenses 


Other deductions, net of other income. 

Income before income taxes and extraordinary item 

Income taxes. 

Income before extraordinary item. 


YEARS ENDED 

1970 

$ 136,167,000 
42,723,000 
93,444,000 

71,710,000 

21,734,000 

20,580,000 

1,154,000 

511,000 

643,000 

350,000 

293,000 


DECEMBER 31, 

1969 

$135,901,000 

45,570,000 

90,331,000 

66,267,000 

24,064,000 

21,042,000 

3,022,000 

596,000 

2,426,000 

1,250,000 

1,176,000 


Extraordinary item: 

Loss arising from closing and disposing of plant, 
net of tax benefits (Note 2). 

Tax benefits from prior period losses. 

Net income (loss). 

Per share of common stock: 

Income before extraordinary item. 

Extraordinary item (loss) . 

Net income (loss)... 


(1,091,000) 


$ (798,000) 


757,000 
$ 1,933,000 


$ .23 
( -84 ) 
$( .61) 


$ .91 
.58 
$1.49 



Consolidated 
statement 
ol Earnings 
detained 
ler use in 
the Business 


Balances, January 1. 

Net income (loss) for the year 
Balances, December 31. 


YEARS ENDED 


DECEMBER 31, 


1970 

$ 14,232,000 
(798,000) 
$ 13,434,000 


1969 

$ 12,299,000 
1,933,000 
$ 14,232,000 


The accompanying notes are an integral part of the financial statements. 



























































ASSOCIATED BREWING COMPANY AND SUBSIDIARIES 


Consolidated 

ASSETS 

0 E C E M 

1970 

Balance 

Current assets: 


Sheet 

Cash . 

$ 5,415,000 

Accounts receivable, less allowance for doubtful accounts 
($350,000 in 1970 and $401,000 in 1969). 

6,617,000 


Inventories: 

In process and finished goods, at average cost. 

2,840,000 


Materials and supplies, at lower of cost 
(first-in, first-out) or market (Note 3). 

5,855,000 


Prepaid expenses. 

786,000 


Total current assets. 

21,513,000 


Property, plant and equipment, at cost, 
less accumulated depreciation (Note 4). 

23,642,000 


Deferred charges, net of amortization. 

1,073,000 


Cost in excess of assigned value of company acquired. 

1,049,000 



$47,277,000 


LIABILITIES 

Current liabilities: 

Current maturities of long-term debt (Note 5). $ 1,852,000 

Accounts payable. 4,696,000 

Accrued liabilities. 3,525,000 

Income taxes. 95,000 

Customers' deposits on kegs and pallets. 482,000 

Total current liabilities. 10,650,000 

Long-term debt (Note 5). 8,676,000 

Other long-term obligations. 291,000 

Contingent obligation arising from acquisition (Note 6). 2,218,000 

Deferred income taxes. 721,000 

22,556,000 


STOCKHOLDERS 1 EQUITY (notes 5 AND 7) 


Preferred stock, $1 par: 

Authorized: 1,000,000 shares 
Outstanding: None 

Common stock, $1 par: 

Authorized: 4,000,000 shares 

Outstanding: 1,295,444 shares. 1,295,000 

Additional paid-in capital. 9,992,000 

Earnings retained for use in the business. 13,434,000 


24,721,000 

$47,277,000 

The accompanying notes are an integral part of the financial statements. 


I R 3 1 , 

1969 

$ 6,327,000 
6,578,000 

2,732,000 

6,098,000 

830,000 

22,565,000 

25,937,000 

1,341,000 

1,049,000 

$50,892,000 


$ 1,855,000 
4,727,000 
3,689,000 
641,000 
461,000 
11,373,000 
10,533,000 
349,000 
2,218,000 
900,000 
25,373,000 


1,295,000 

9,992,000 

14,232,000 

25,519,000 

$50,892,000 
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Sources of funds: 


Sources and 
tppiications 
olFunds 


Net income (loss). 

Non-cash charges to operations: 

Depreciation and amortization. 

Loss on sale of Chicago brewery. 

Current operations. 

Proceeds from sale of plant and equipment 

Increase in long-term debt. 

Decrease in deferred charges. 

Other . 

Total sources. 


YEARS ENDED DECEMBER 31 f 

1970 1969 

$ (798,000) $1,933,000 


2,864,000 

1,515,000 

3,581,000 

504,000 

49,000 


$ 4,134,000 


2,650,000 


4,583,000 

72,000 

1,114,000 

8,000 

$5,777,000 


Funds applied to: 

Additions to property, plant and equipment. 2,369,000 

Reduction of long-term obligations. 1,915,000 

Expenditures for acquisition, net of working capital acquired ... - 

Reduction in deferred taxes. 179,000 

Other. . . 

Total applications. $ 4,463,000 

Increase (decrease) in working capital. $ (329,000) 

The accompanying notes are an integral part ol the financial statements. 


1,271,000 
1,617,000 
1,813,000 
149,000 
19,000 
$4,869,000 
$ 908,000 


Holes lu cuusplldaied Financial statement 

1. Principles of Consolidation: The consolidated financial state¬ 
ments include the accounts of Associated Brewing Company 
and each of its subsidiaries, and include results of operations 
of The Wayne Soap Company from August 2, 1969. 

2. Closing and Disposing of Plant: In late 1970, operations were 
discontinued at the Chicago brewery and the facilities were 
sold. The loss on the sale and the related closing costs have 
been charged to income as an extraordinary item in the amount 
of $1,091,000 after deducting tax benefits of $920,000. 

3. Deposit Liabilities: Customers' deposits on bottles and car¬ 
tons amounting to $2,041,000 and $2,260,000 as of December 31, 
1970 and 1969, respectively, have been deducted from the 
related inventory accounts. 

4. Property, Plant and Equipment: Major classes of property, 
plant and equipment were as follows: 



D E C E M B 

E R 3 1, 


1979 

1969 

Land improvements. 

... $ 456,000 

$ 558,000 

Buildings. 

12,459,000 

13,721,000 

Machinery and equipment. 

27,739,000 

30,031,000 


40,654,000 

44,310,000 

Accumulated depreciation .... 

18,536,000 

20,088,000 


22,118,000 

24,222,000 

Land . 

1,524,000 

1,715,000 


$23,642,000 

$25,937,000 


Depreciation expense for 1970 and 1969, based upon amortizing 
the costs of assets equally over assigned lives, was $2,645,000 
and $2,413,000, respectively. 
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ASSOCIATED BREWING COMPANY AND SUBSIDIARIES 


5. Long-Term Debt: Long-term debt at December 31, 1970 con¬ 
sisted of: 



Amounts 

Due Within 

One Year 

Amounts 
Due After 
One Year 

6 % note payable to bank. 

$ 640,000 

$1,760,000 

7 V 2 % note payable to bank. 

186,000 

929,000 

5 V 2 % Senior notes. 

500,000 

3,000,000 

6 % Series A, subordinated notes .... 

215,000 

1,280,000 

5 7 /e% Series B, subordinated notes .. 

215,000 

1,280,000 

6 V 2 % mortgage payable, due 

May 1, 1974 . 

25,000 

185,000 

6 V 2 % mortgage payable, due 

January 1, 1975 . 

71,000 

242,000 


$1,852,000 

$8,676,000 


The 6 percent note payable to the bank is due July 1,1974. Fixed 
quarterly payments of $160,000 plus interest on the unpaid bal¬ 
ance are required. 

The 7 V 2 percent note payable to the bank is due October 1, 

1976. Fixed quarterly payments of $46,000 plus interest on the 
unpaid balance are required. 

The Senior, Series A and Series B notes are due October 1, 

1977. Fixed annual payments of $930,000 and additional princi¬ 
pal payments of one-half of annual consolidated net income 
(as defined) in excess of $1,500,000 are required. 

The note agreements require the Company (1) to maintain con¬ 
solidated working capital of not less than $9,000,000 and (2) to 
limit the total cash dividends, purchases of its own stock and 
certain payments on term debt to 75 percent of consolidated 
net income (as defined) accumulated subsequent to December 
31,1968. Earnings retained for use in the business at December 
31, 1970 are restricted to the extent of $12,964,000. 

Holders of the Series A notes hold warrants to purchase 30,000 
shares of common stock at $13 per share until October 1, 1977. 

Interest on long-term notes was $712,000 in 1970. 

6 . Contingent Obligation: The business and assets of The 
Wayne Soap Company were acquired, effective August 2, 1969, 
for a cash payment of $ 2.8 million with a further payment, not 
to exceed $ 2.2 million, contingent upon future earnings and 
payable in 1972. The contingent portion of the purchase price 
has been recorded as a liability in the balance sheet as the 
current earnings level indicates that such payment will be 
made. 


7. Stock Options: Under the terms of various stock option plans, 
143,420 shares of the Company’s common stock were reserved 
for issue to management personnel. During 1970 no options 
were granted or exercised. At December 31, 1970, employees 
held options to purchase 78,800 of the reserved shares at prices 
from $9.94 to $15,875 per share. Of the options outstanding, 
38,632 shares were exercisable at December 31,1970. All options 
expire five years from the date of grant. 

8 . Pension Plans: The Company has several pension plans cov¬ 
ering its employees. Most plans provide for contributions to 
union trusteed pension funds on the basis of hours worked; 
other plans are funded as pension costs accrue, except as to 
one plan which is unfunded. The total pension expense cover¬ 
ing both salaried and union employees for the year was $1,349,- 
000 , which includes appropriate amortization of prior service 
cost. 


Accountants' Report 

To the Board of Directors and Stockholders of 
Associated Brewing Company*. 

We have examined the consolidated balance sheet of Associ¬ 
ated Brewing Company and Subsidiaries as of December 31, 
1970 and the related consolidated statements of income, earn¬ 
ings retained for use in the business and sources and applica¬ 
tions of funds for the year then ended. Our examination was 
made in accordance with generally accepted auditing stand¬ 
ards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered 
necessary in the circumstances. We previously examined and 
reported upon the financial statements for the year ended De¬ 
cember 31,1969. 

In our opinion, the aforementioned financial statements pre¬ 
sent fairly the consolidated financial position of Associated 
Brewing Company and Subsidiaries at December 31, 1970 and 
1969, and the consolidated results of operations and sources 
and applications of funds for the years then ended, in con¬ 
formity with generally accepted accounting principles applied 
on a consistent basis. 

LYBRAND, ROSS BROS. & MONTGOMERY 
Certified Public Accountants 

Detroit, Michigan 
February 25,1971 




















Fitre-Year 

Summary 



1970 

1969 

1968 

1967 

1966 

Sales and Earnings Data 






Net sales. 

$ 93,444,000 

$ 90,331,000 

$ 82,779,000 

$ 85,875,000 

$ 93,835,000 

Income before income taxes 
and extraordinary items. 

643,000 

2,426,000 

804,000 

629,000 

1,828,000 

Provision for income taxes. 

350,000 

1,250,000 

365,000 

232,000 

640,000 

Income before extraordinary items. 

293,000 

1,176,000 

439,000 

397,000 

1,188,000 

Extraordinary items 

Credit arising from utilization 
of tax loss carry-forward. 


757,000 

365,000 

232,000 


Loss arising from closing and disposing 
of plant (net of tax benefits) . 

(1,091,000) 

_ 

_ 

_ 

(4,993,000) 

Net income (loss). 

(798,000) 

1,933,000 

804,000 

629,000 

(3,805,000) 

Per share. 

( .61) 

1.49 

.62 

.49 

(2.95) 

Depreciation. 

2,645,000 

2,413,000 

2,284,000 

2,165,000 

2,434,000 

Cash flow (Net income (Loss) and 
non-cash charges) . 

3,581,000 

4,583,000 

3,338,000 

3,034,000 

4,427,000 

Balance Sheet Data 






Working capital. 

10,863,000 

11,192,000 

10,284,000 

9,855,000 

11,777,000 

Total assets . 

47,277,000 

50,892,000 

45,084,000 

47,701,000 

49,472,000 

Plant and equipment, net. 

23,642,000 

25,937,000 

24,083,000 

25,458,000 

24,992,000 

Capital expenditures. 

2,369,000 

1,271,000 

993,000 

2,749,000 

3,041,000 

Long-term debt. 

8,676,000 

10,533,000 

10,695,000 

12,293,000 

13,888,000 

Shareholders’ equity. 

24,721,000 

25,519,000 

23,586,000 

22,912,000 

22,713,000 

Per share. 

19.08 

19.70 

18.21 

17.69 

17.62 

Shares of common stock outstanding 
(end of year). 

1,295,444 

1,295,444 

1,295,444 

1,295,444 

1,288,725 


12 
































Directors 


HERBERT S. EPSTEIN 

Chairman of the Board and President 

ALFRED EPSTEIN 
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TICKER SYMBOL ABW 

Annual Meeting 

The Annual Meeting of shareholders will be 
held at 1408 Elwood Avenue, South Bend, 
Indiana, on Thursday, April 15, 1971, at 10:30 
A.M. (E.S.T.). A proxy statement and form of 
proxy are enclosed with this annual report. 
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